346                  BUDGET STATEMENTS                   1912

an attempt to deal with the problem by drastic
measures of social reform which involved, equally with
tariff reform, the partial abandonment of the ortho-
dox economic maxim of " taxation for revenue only."

It is no such easy matter as is sometimes assumed
to distinguish between different forms of expenditure
as being productive or unproductive; but from an
economic point of view the justification of State
expenditure on measures of social reform depends
on whether it is successful in increasing the produc-
tive power of the nation and the efficiency of labour.1
If this object is attained the consuming power of the
community, its demand for commodities (the only
foundation of commerce) and its power of satisfying
that demand will be enlarged and extended, and tax-
able capacity will grow with growing burdens.2 Pro-
vided always that it is possible to remain within the
limits of " tolerable " taxation, the success or failure
of the new departure in which time is an essential
element cannot fairly be judged by the immediate
fiscal result; and the extremes of optimism and of
pessimism of which examples may be found in all
these discussions are both perhaps premature.

In order to complete the history of this budget,

1 See Mr. Lloyd George on the effect of such legislation on the
efficiency of the people, "even as wealth-producing machines "
(Parliamentary Debates, 1909, vol. iv. p. 506).

2 Mr.  Snowden considered (2nd January,  1913) that the in-
creased prosperity of the country was due to some extent to the
13 millions for old age pensions having been abstracted from the
spending power of the rich on " luxuries," and given to the work-
ing people and used to encourage the staple trades of the country.
Whether, however, a mere transfer of spending power from one
class to another has the effect of increasing the efficiency and
consuming power of the community is the whole point at issue.